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Executive 



The existence 
progress, and 



of high-quality, accessible, and affordable institutions is a key indicator of a 
developed and developing countries alike are attempting to respond to the 



nation’s 

growing 



demand for higher education. However, this demand comes with a price. The “massification” of 
higher education can place a strain on the fiscal resources of a country and has forced many 
countries to refocus their priorities and develop innovative funding strategies to address the demand. 



Countries respond to this dilemma differently. Many are 
creating legislation and strategies to address the financial 
challenges of higher education, including government and 
research grants, student/family personal income, loans, tax 
incentives, corporate investment strategies, and philanthropic 
gifts. The success of these strategies varies, often according 
to the country’s prevailing economic and political conditions. 

This paper uses a multicountry perspective spanning four 
countries — the United States, Mongolia, South Africa, and 
Ukraine — to highlight a number of strategies and challenges 
related to the creation and implementation of suitable higher 
education finance polices. It draws attention to the financial 
imperatives that affect higher education in the four countries 
and provides an overview of current policies, contextual 
influences, identified weaknesses, and proposed recommen- 
dations. Despite the fact that each country has a unique 
postsecondary context, all four countries grapple with 
strategies to ensure access to higher education for disad- 
vantaged students and, more important, to ensure a high- 
quality education for all students. 



The analysis suggests a number of findings. The first step in 
policy planning is to conduct a thorough needs analysis — an 
understanding of the operational environment and the social 
context is important to direct funding to the areas of greatest 
need. Then, policies should be created that can be expected 
to have a significant impact and that will not exceed the 
resources available to the government. Policymakers must 
garner significant political support from various constituents. 
A critical dialogue among policymakers, civil society, and 
political administrators is essential to create a sustainable 
framework within which policy can emerge. Whatever policy 
is decided upon, the financial and political resources must 
be available to ensure effective implementation. ^ 
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Introduction 



At a time of sweeping socio-political changes, the postsecondary education systems of many countries 
are under keen scrutiny. This is due in part to the growth in demand for higher education and the 
simultaneous lack of resources to fund expansion. This dilemma presents major problems in attaining 
goals to improve access, quality, and equity. 



The existence of high-quality, accessible, and affordable 
institutions is a key indicator of a nation’s progress, and 
developed and developing countries alike are attempting to 
respond to the growing demand for higher education. However, 
this demand comes with a price. The “ massif ication” of higher 
education can place a strain on the fiscal resources of a country; 
indeed, it has forced many countries to refocus their priorities and 
to develop innovative funding strategies to address the demand. 

Different countries respond to this dilemma differently. The 
literature is rich with examples of how countries are creating 
legislation and strategies to address the financial challenges of 
higher education, including government and research grants, 
student/family personal income, loans, tax incentives, corporate 
investment strategies, and philanthropic gifts, to name a few. 
The success of these strategies vary, sometimes according to 
the country’s prevailing economic and political conditions. 

This paper uses a multicountry perspective spanning four 
countries — the United States, Mongolia, South Africa, and 
Ukraine — to highlight a number of strategies and challenges 
related to the creation and implementation of suitable higher 
education finance polices. It highlights the financial imperatives 
that affect higher education in the four countries. It provides 



an overview of current policies, scrutinizes the contextual 
influences, assesses the identified weaknesses, and proposes 
recommendations. Each country has a postsecondary context 
shaped by unique economic and political forces. However, 
all four countries grapple with strategies to ensure access 
to higher education for disadvantaged students and, more 
important, to ensure a high-quality education for all students. 

To create a comparative framework, we asked the following 
questions with regard to each country: 

• To what extent does the country’s postsecondary finance 
strategy affect educational equity? 

• Are the existing policies effective? How might they be 
improved? 

While the responses to these questions are varied, the unifying 
thread is a core desire to advance policies that promote equity 
and access for underserved populations. In some countries, the 
policies focus on providing funding to institutions; other countries 
look at financing education through direct benefits to students. 
Usually, both approaches are used to help students gain access 
to higher education. 
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This paper does not attempt to provide comprehensive solutions 
to the funding challenges in these four countries. Instead, 
through the multicountry perspective, it attempts to identify their 
common and unique funding challenges and show how each 
country is addressing these issues. Through a set of overarching 
recommendations, the paper encourages further dialogue and 
research. Policymakers and stakeholders who face challenges 
in financing higher education in their countries can use those 
conclusions as a starting point for discussion. 

The paper is part of a series of papers produced for the Global 
Policy Fellows Program, an initiative of the Institute for Higher 
Education Policy. The goal of the program is to bring together 
policy analysts from around the world who are interested in 
developing higher education policies that improve the opportunity 
for and success of higher education. Other topics in this series 
include higher education and workforce development, the 
transitions between secondary and postsecondary education, 
and the trend toward privatization in higher education . 1 ^ 



For more information about the program, see www.ihep.org/programs/global-policy-fellows.cfm. 



Country Contexts 



In order to understand trends in financing across countries, each of the four countries is analyzed to 
set the context for discussion. In addition, each country section provides an overview of policies and 
recommendations for the future. 



MONGOLIA 

Mongolia provides almost no government support to institu- 
tions. All aid is directed to targeted student populations in 
the form of student loans, merit scholarships, and tuition 
assistance for disadvantaged populations. Another differ- 
ence from many countries is that the Mongolian government 
is actually hoping to decrease enrollment numbers rather 
than increase them, because of concerns about sustain- 
ability and quality. As Mongolia transitioned from a centrally 
planned to a market economy, the government tried to 
decentralize higher education to make institutions financially 
self-sufficient; this had the effect of providing access to large 
numbers of students but with little oversight. 

In 1 991 , parliament authorized the establishment of the first 
private higher education institutions (HEIs). The majority of 
institutions created were established for specific types of 
curricula, especially foreign languages, business studies, 
Mongolian culture, and law. By the 2006-07 academic year, 
Mongolia had 170 HEIs — 48 state-run, 116 private, and six 
branches of foreign institutions — with 142,411 students 
(Deed bolovsrolyn salbaryn negdsen uzuulelt 2007). Most are 
concentrated in the country’s capital city. The number of 
students enrolled in HEIs has been steadily increasing since 
the 1990s. “In 1990 less than 30 percent of high-school 
graduates in Mongolia, a country of about 2.8 million people, 
went on to college. Now more than 80 percent do” (Lin-Liu 
2005). However, only one-third of the students are in private 
institutions. Consequently, a great majority of faculty 
members work at state-run HEIs. According to official 



statistics, 6,818 full-time faculty are employed in state-run 
institutions, and 2,316 are employed in private institutions 
(Deed bolovsrolyn salbaryn negdsen uzuulelt 2007) . 

Mongolian higher education institutions are classified into 
three categories: colleges, institutes, and universities. The 
country has 11 state-run universities and three private 
universities. The biggest state-run university, the Mongolian 
University of Science and Technology, has 21,113 students; 
the biggest private university, Ikh Zasag, has 5,247 students. 
Most of the private institutions (85 institutions) have fewer 
than 500 students; many have fewer than 100. Since the 
2000-01 academic year, enrollment at higher education 
institutions has increased to 142,41 1 students in 2006-07 
from 84,985 in 2000-01 ; 93,478 attend state-run institutions 
(Deed bolovsrolyn salbaryn negdsen uzuulelt 2007) . 

One of the most striking features of the Mongolian higher 
education system is its complete financial self-sufficiency. 
Once entirely supported by the government, the state-run 
HEIs have suffered a drastic cutback in public funding since 
1990. In January 2003, the government stopped paying 
for heat and electricity, which constitutes about 10 percent 
of the institutions’ budgets. 

The universities are forced to rely primarily on student tuition 
fees for survival. For example, in 2006, student tuition fees 
made up 91 percent of the total income of the National 
University of Mongolia, the oldest and best university in the 
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country; the rest of its income came from its auxiliary 
enterprises. The university spends 62 percent of its income 
on salaries, but they are incredibly low. To make ends meet, 
many faculty members must also teach part-time at private 
institutions. The teaching load of a professor who works at 
both a public and private institution can reach 24 to 26 
contact hours a week. 

Scholarships and loans cover only a little over 60 percent of 
tuition, and students are responsible for the rest. Furthermore, 
funding for student loans falls short in relation to the number of 
qualified applicants, so the government sets quotas for institu- 
tions. Candidates who qualify for scholarships and financial aid 
are funded before those who qualify for loans. 

Even though the large numbers of students attending college 
seem to imply access, the lack of financial support creates a 
situation in which quality is a concern. With a lack of public 
oversight and funding, there is no effective mechanism to 
ensure and improve the quality of the education offered by 
Mongolian universities. Thus, critics charge that “the govern- 
ment is taking the virtue of self-sufficiency too far” (Lin-Liu 2005). 

Overview of Impending Funding Policies 
The current policies affecting higher education in Mongolia 
stem from the “Master Plan to Develop Education of Mongolia 
in 2006-2015 ” (Ulaanbaatar, 2006). It addresses multiple 
aspects of the higher education system, including financial 
support for students and the funding of the institutions them- 
selves. The financial plan it lays out is aimed at relieving the 
burden of students who are unable to pay even the low tuition 
fees and enabling institutions to provide adequate salaries. 

The government partially pays the tuition of orphans and 
handicapped students from extremely poor families. It also 
pays the tuition of one student per family if the student’s 
parents are employed by the government, if the student comes 



from a herdsman family with fewer than 700 animals, or if 
a family has three or more students. The government offers 
scholarships based on winning an educational competition 
or earning consistently high grades in school. 

The government also provides some student loans. The loan 
policy primarily targets low-income students, such as those 
who have a parent who has suffered a complete loss of earning 
capacity and those whose parents are both retired. Other 
policies target specific fields of interest to the government: 
engineering, technology, science, agriculture, and education. 
Still other policies encourage students to study abroad or 
enable those with high grades to continue into graduate school. 

In terms of institutional funding, the government plans to pay 
the operational costs of higher education institutions and to 
increase that payment by 10 percent every year. In addition, 
the government will increase its investment in higher education 
each year by 8 percent. Finally, the government is committed 
to initiating a professional development program to help train 
faculty members abroad. Despite the general lack of financial 
commitment to higher education institutions in recent years, 
the Mongolian government appears to showing an increased 
interest in supporting higher education. 

Financial Policy Recommendations 
Without financial support from the government, there are few 
incentives for universities to improve the quality of education 
they offer. Low salaries and poor working conditions have 
made faculty recruitment difficult, which has led to lack of 
access for many students. The most important policy needed 
to ensure wide access to a high-quality education is for the 
government to provide various forms of institutional support. 

Furthermore, government financial support of individual 
students does not ensure access for all students with financial 
need. While many disadvantaged students are supported, 
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FIGURE 1 



Distribution of Higher Education Institutions and Students 
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many others have outstanding need. The government could 
improve the situation by changing the system of supporting 
students from the families of government workers and creating 
a formula that considers each student’s need and merit. 

The government should consider innovative methods to raise 
the funds for these initiatives. One proposal is to form public- 
private partnerships in which the government collaborates 
with commercial banks to create a new student loan program. 
The idea is to mobilize the resources of the banks to expand 
student loans, while the government guarantees the loans and 
subsidizes the banks with student loan interest (Sukhbaatar 
2007). Another idea is for businesses in need of college 
graduates to provide support for certain degree programs to 
ensure an adequate supply of skilled workers in the future. 

Mongolia continues to grapple with the change from a 
planned economy to a market economy and with how it will 
provide educational access to its population. In the face of 
growing interest in attending an institution of higher education 
and regulations that permit the rapid expansion of the educa- 
tional system, government financial policies will greatly affect 
the status of higher education. Some measures to improve 
the financial situation for students and institutions are in place, 
but much more should be done to ensure equal access to 
higher education for all eligible students. 



UKRAINE 

Like Mongolia, Ukraine is experiencing changes in its higher 
education system resulting from the country’s changed 
market structure. With the reduction in government budget 
support, the system faces numerous financial challenges. At 
the same time, owing to the creation of more institutions and 
institutional levels, an ever larger proportion of the population 
is pursuing higher education. And the system must also cover 
the costs associated with aligning its higher education 
curriculum with those of other European nations. At the same 
time, the government is trying to develop new sources of 
funding to support students with financial need. 

In the 2006-07 academic year, nearly 920 higher education 
institutions existed to serve 2.8 million students (more than 70 
percent of all high school graduates). The total includes 368 
institutions at the III and IV accreditation levels (those that offer 
postgraduate academic degrees) (figure i). 

The Ukrainian Law on Higher Education (2002) 2 specified types 
of funding on the basis of HEI ownership. The Ukrainian 
education system has three main types of HEIs: state (public), 
private, and communal institutions (figure 2). Almost all 
Ukrainian HEIs are owned and financed by the government. 
This includes community institutions, which are under the 
administration of local public authorities. In addition to 



2 Law of Ukraine on Higher Education (2002) #2984-1 1 1 . 
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FIGURE 2 



Distribution of HEIs in Ukraine by Ownership 



HEI TYPE 


TOTAL NUMBER 




PERCENTAGE 




LEVELS lll-IV 


State 


Communal 


Private 


State 


Communal 


Private 


Universities 


140 


6 


38 


28.0% 


2.7% 


19.1% 


Academies 


47 


2 


9 


9.4% 


0.9% 


4.5% 


Institutes 


40 


5 


80 


8.0% 


2.3% 


40.2% 


Conservatories 


1 


0 


0 


0.2% 


0.0% 


0.0% 


HEI TYPE 


TOTAL NUMBER 




PERCENTAGE 




LEVELS I II 


State 


Communal 


Private 


State 


Communal 


Private 


Colleges 


66 


78 


55 


13.2% 


35.3% 


27.6% 


Technical Schools 


192 


4 


14 


38.4% 


1.8% 


7.0% 


Specialized Schools 


14 


126 


3 


2.8% 


57.0% 


1.5% 


Total 


500 


221 


199 


100% 


100% 


100% 



SOURCE: BASED ON DATA TAKEN FROM WWW.MON.GOV.UA (2007) 



providing funds for institutional costs for public HEIs, the 
government had been covering tuition for about half of all 
students (2006-07 academic year). However, the rate of 
student support varies by institution, covering more than half 
at some and falling to 20 percent at some HEIs. The rest of 
the students must pay for their education. In the 1 990s, the 
state covered tuition for approximately 95 percent of students; 
now it supports about less than half, 3 approaching one-third 
by the 2007-08 academic year. 

About 66 percent of students in both public and private HEIs 
pay full tuition, and the number is increasing every year. Tuition 
levels established by private institutions depend on the general 
economic index, specialization, and location; they are usually 
the same as or lower than those at the closest corresponding 
public university. Two problems are obvious. First, tuition levels 
are poorly regulated; they are established by each institution 



3 Based on Ministry of Education and Science of Ukraine, www.mon.gov.ua (2007). 

4 National Educational Development Doctrine (2002) N347/2002, available at www.mon.gov.ua/laws/ 
Ukaz_Pr_347.doc. 

5 Resolution of the Ministry of Education and Science on the Plan of Action to Ensure Quality of 
Education in Ukraine and its Integration in the European and World Community by 2010 (#612, 2007). 



according to its own vision, popularity, prestige, needs, and 
other factors. Second, private institutions compete with public 
HEIs, although they have completely different financial opportu- 
nities and no government support. Inadequate funding — 
combined with growing inflation, an underdeveloped tax 
system, and the lack of free market experience in the educa- 
tional sphere — results in low faculty salaries and a lack of 
technological and informational resources. These factors lead 
to a lower quality of education. 

Although the current political scene is chaotic and constantly 
changing, all the main political players support certain social 
development priorities. However, frequent changes in leader- 
ship create some inconsistencies. For example, on the one 
hand, Ukraine joined the Bologna Process in 2005 and is imple- 
menting all the elements of the process (National Report on the 
Implementation of the Bologna Process 2006). According to the 
National Education Development Doctrine (2002), 4 equal access 
to quality education is the main goal of the reforms, which are 
aligning Ukrainian education with western standards and 
ensuring its competitiveness in Europe. 5 On the other hand, the 
government did not ensure that all the elements required by 
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